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contributions (52.6%).  Charges for services provided the largest share of revenues (80.7%) for all of the 
business-type activities, followed by capital grants and contributions (9.7%).  The last three years the 
ranking was the same. 
 
The expenses for the business type activities increased (2.6%, $1.3 million) as there were increases in 
Water  (2.1%, 297,000) and Wastewater (5.1%, $525,000), Environmental Services (3.2%, $434,000), and 
Airport (10.2%, $421,000) offset by decreases in Housing Authority (.3%, $20,000) and Stormwater (24.9%, 
$392,000).   
 
Water and wastewater increased user fees rates in fiscal year 2015.  Environmental Services, Airport, 
Stormwater and Housing Authority Funds increased charges for service revenue at 1.3%, 1.6%, 8.8% and 
0.1%, respectively.  Water and Wastewater saw decreases in charges for services of 0.4% and 4.6%, 
respectively. 
 
Financial Analysis of the City’s Funds 
 
As noted earlier, the City uses Fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 
 
Governmental Funds 
 
The focus of the City’s Governmental Funds is to provide information on near-term inflows, outflows, and 
balances of resources that are available for spending.  Such information is useful in assessing the City’s 
financing requirements.  In particular, unassigned fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year.  Types of Governmental 
Funds reported by the City include the General Fund, Special Revenue Funds, Capital Project Funds, and 
Debt Service Funds. 
 
At the end of the fiscal year, the City’s Governmental Funds reported combined ending fund balances of 
$84.6 million, an increase of $4.2 million in comparison with the prior year.  Approximately $22.9 million 
of the total ending fund balance constitutes unassigned fund balance, which is available for spending at 
the City’s discretion.  The remainder of fund balance is (1) non spendable ($617,030) for inventory and 
perpetual care, (2) restricted ($53 million) for special revenue funds, debt service, development fee 
projects, court improvements and operations, grant purposes, perpetual care, and capital projects, and (3) 
assigned ($8.2 million) for court services, capital reserves, and real estate.   
 
Revenues for governmental functions overall totaled $99.7 million in the fiscal year ended June 30, 2015 
which represents an increase of 2.3% or $2.2 million from the prior fiscal year.  Five revenue categories 
show increases over prior year.  These include taxes (10.1%, $4.9 million), intergovernmental (4.9%, $1 
million), charges for services (9.2%, $252,000), rents (0.6%, $10,000), and investment earnings (58.5%, 
$422,000). The increase in taxes is due to the new Road Repair and Street Safety sales taxes approved by 
voters in November 2014 and steady growth in our local economy. All other revenue categories 
experienced decreases, including: grants and entitlements (12.0%, $1.8 million), special assessments 
(35.8%, $1.0 million), licenses and permits (4.4%, 86,000), fines and forfeitures (2.7%, $39,000), 
contributions (32.0%, $173,000), and miscellaneous revenues (64.4%, $1.2 million). Grants and 
entitlement decrease is related to an unusually large grant in the prior year. Miscellaneous revenue 
decreased due to several sales of property held for resale in the prior fiscal year. 
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Budget Highlights 
 
The City’s final budget matches the original budget which was approved by Council in June, 2014.  The 
City looks at the budget to actual at the division level and no division exceeded its appropriation.  There 
were four revenue transfers that were not budgeted.  One transfer was made from the Capital Projects 
fund to the Housing and Community Services fund ($102,000) to reimburse the costs of land related to a 
land swap needed for the FUTS trails.  There are two transfers from the BBB Fund and Capital Project Fund 
to the Debt Service Fund totaling $8,760 and a transfer from the Capital Project Fund to the Secondary 
Property Tax Fund ($427,224) to move unspent proceeds to pay for debt service expenditures.  
 
The General Fund was less than 2% ($989,342) over the final budgeted total revenues primarily due to 
taxes, which exceeded budget by $1.3 million and was offset by grants and entitlements under budget by 
$1.1 million.  Some of the reasons for grants and entitlements being under budget are due to the City not 
receiving several larger grants for Fire and Police including the Assistance to Firefighters ($279,000) 
grants, Homeland Security grants and Gang Task Force grants along with only spending $114,333 of the 
$281,500 budget for the Brownfields Assessments grant project .   
 
Expenditures are under budget in all divisions due to controlled spending and carryover of some capital 
projects.  The divisions that are under budget by larger amounts are related to capital projects budgeted 
but not completed.  Both transfers-in and transfers-out are less than budgeted as many transfers are 
based on the actual year end expenditure, most significant of which is the budgeted transfer from the 
General Fund to the Stormwater Fund of $3.5 million for the Rio de Flag Flood Control Project, of which 
only $100,544 actually transferred at year end.  The other significant transfer under budget by $807,000 
is related to the funding of airport capital projects and operational needs which was not needed in fiscal 
year 2015. 
 
Capital Assets and Debt Administration 
 
Capital Assets 
 
The City’s capital assets (net of accumulated depreciation) for its governmental and business-type 
activities as of June 30, 2015 amount to $657.8 million.  Capital assets include land, buildings, 
infrastructure, improvements, machinery and equipment, and construction in progress.  The total 
decrease in the City’s capital assets for the current year was 0.7% ($4.9 million).  The following table 
reflects the capital assets at the end of the fiscal year: 
 

 
 

2015 2014 2015 2014 2015 2014

Land and other non-depreciable assets 64,845$      67,941$      14,120$      13,966$      78,965$      81,907$      
Buildings 54,416         56,074         50,459         53,081         104,875      109,155      
Improvements 6,623           7,273           248,997      243,488      255,620      250,761      
Machinery and equipment 9,347           10,310         20,466         21,795         29,813         32,105         
Infrastructure 156,062      159,137      -               -               156,062      159,137      
Construction in progress 13,810         7,204           18,608         22,384         32,418         29,588         
   Total 305,103$    307,939$    352,650$    354,714$    657,753$    662,653$    

Capital Assets, Net of Depreciation
June 30, 2015 and 2014 (in thousands of dollars)

 Business-Type ActivitiesGovernmental Activities Total
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During the year, the City maintained the following bond ratings: 
 

 
Additional information on the City’s long-term debt can be found in Section IV F on pages 71-80 of the 
Notes to the Financial Statements. 
 
Economic Factors and Next Year’s Budget and Rates 
 
The Fiscal Year 2015/2016 budget preparation was influenced by the following factors: 
 The City’s General Fund budget was approved with no structural deficit in ongoing expenditures 

exceeding ongoing revenues, except for public safety pension funding discussed below. 
 Unrestricted fund balance in the General Fund continues to be above the fiscal policy of 15% of 

operating revenues. It is currently projected to be 25%.General sales tax revenues exceeded budget by 
$1.5 million in FY 2015 and are expected to be flat in FY 2016 due to the uncertainty of revenues 
caused by the Arizona Department of Revenue starting to collect the city sales taxes on the City’s 
behalf in FY 2016. 

 Building permits exceeded budget by $380,000. However, we remain conservative in our projections 
for FY 2016 as we rely on these types of revenues as a one-time impact rather than an ongoing source 
of funding. 

 The focus of the FY 2016 budget was for Council Priorities related to employee investment, staffing 
and technology. 

o In the General Fund the City was able to fund $1.6 million for compensation, $276,000 
for staffing and $1.6 million for technology. This was done with a combination of ongoing 
and onetime funding sources. 

o Other funds made similar funding decisions.  Some of the larger items are $6.1 million for 
RR & SS pavement preservation and $1.9 million programmed for the Leroux Waterline 
and Sewerline replacement. 

 The total authorized positions increased by 12.76 positions.  While 14.76 FTEs were added, there were 
offsetting decreases of 2.0 positions that were either onetime funded or reduced to fund some of the 
new positions. 

 Public Safety pension (PSPRS) funding continues to be major funding issue. Public Safety pension 
required contributions to be increased over $1.5 million (32%) in FY2016 due to pension contribution 
rate increases. Fifty percent (50%) of this increase was funding with ongoing dollars and the other half 
with one time capacity with sufficient continued onetime funding available into the future. 

 The City continues to monitor the State legislature to be aware of potential budget impacts on cities 
including monitoring the outstanding PSPRS lawsuit that could substantially increase required 
employer contribution rates. 

 Property assessments continue to increase at a slow, steady rate.  Primary assessed values increased 
by an average of 2.2%.  The City adjusted the tax rate on primary property tax to maintain revenue 
levels.  The secondary property tax rates remain flat. 

 The City continues to pursue federal and state grant dollars to enhance the local economy. 

Moody's  
Investors  
Service

Standard & 
Poor ' s

General Obligation Aa2 AA
Municipal Facilities Corporation Aa3 AA

City of Flagstaff Bonded Debt Ratings
As of June 30, 2015
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Fund balances - total governmental funds balance sheet 84,635,774$     

Amounts reported for governmental activities in the statements of
net position are different because (also see note II. A.):

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental funds.

Governmental capital assets 509,253,452    
Less: accumulated depreciation (204,150,660)   305,102,792     

Other assets used in governmental activities are not financial resources
and therefore are not reported in the governmental funds.

Fines and forfeitures 302,292           302,292            

Deferred outflows and inflows of resources related to pensions and
deferred charges on debt refundings are applicable to future reporting
periods and, therefore, are not reported in the governmental funds.

Deferred outflows related to pensions 22,735,716      
Deferred outflows related to debt refunding 977,211           
Deferred inflows related to pensions (8,197,451)       15,515,476       

Long-term receivable agreement related to future expenditures are not 
recognized during the current period and, therefore, are not reported
in the governmental funds.

Promissory note forgivable 91,800             91,800              

For purposes of measuring the net pension liability,  the long-term 
liabilities are not due and payable in the current period and, 
therefore, are not reported as a liability in the funds.

ASRS pension benefits (31,898,470)     
PSPRS pension benefits (77,968,252)     
EORP pension benefits (1,676,603)       (111,543,325)    

Long-term liabilities, including bonds payable are not due and payable
in the current period and therefore are not reported in the governmental
funds.

Governmental bond and lease payable (74,776,208)     
Governmental interest payable (1,322,202)       
Bond premium (3,084,757)       
Other postemployment benefits (4,344,203)       
Compensated absences (3,870,066)       (87,397,436)      

Certain revenues are not available to pay for current period expenditures
and, therefore, are unearned in the governmental funds.

Property tax 232,622           232,622            

Unavailable revenue for long-term special assessments is shown on the
governmental fund balance sheet, but is reflected on the statement
of net position

Special assessments 6,703,153        6,703,153         

The internal service fund is used by management to charge the cost of
self insurance programs to individual funds.

The assets and liabilities of the internal service fund that are
reported with governmental activities. 4,677,633         

Net position of governmental activities - statement of net position 218,320,781$  

The notes to the financial statements are an integral part of this statement

JUNE 30, 2015

CITY OF FLAGSTAFF
RECONCILIATION OF THE BALANCE SHEET

TO THE STATEMENT OF NET POSITION
GOVERNMENTAL ACTIVITIES
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General Fund
Highway User 
Revenue Fund

Transportation 
Fund

 
REVENUES:
Taxes 25,908,705$      -$                      15,208,003$      
Intergovernmental 17,574,331 - -
Grants and entitlements 1,294,384 6,887,029 92,456
Special assessments - - -
Charges for services 2,986,151 - -
Licenses and permits 1,866,792 - -
Fines and forfeitures 1,389,663 - -
Rents 1,603,322 - -
Investment earnings 374,174 33,720 143,881
Contributions 262,095 1,130 5,000
Miscellaneous 305,932 - -
  Total revenues 53,565,549 6,921,879 15,449,340

EXPENDITURES:
Current:
  General government 9,809,718 - 4,813,830
  Public safety 27,583,880 - -
  Public works 1,081,157 - -
  Economic and physical development 4,682,707 - -
  Culture and recreation 5,750,634 - -
  Highways and streets - 7,574,823 362,781
Debt service:
  Principal retirement 721,549 450,776 695,000
  Interest and other charges 93,304 96,146 471,750
Capital outlay 771,773 2,494,798 3,790,207
  Total expenditures 50,494,722 10,616,543 10,133,568

Excess (deficiency) of revenues over expenditures 3,070,827 (3,694,664) 5,315,772

OTHER FINANCING SOURCES (USES):
Sale of capital assets 72,051 - 2,941,000
Transfers in 2,848,218 4,011,318 550,000
Transfers out (4,132,795) (20,701) (3,116,934)
    Total other financing sources (uses) (1,212,526) 3,990,617 374,066

Net change in fund balances 1,858,301 295,953 5,689,838

Fund balances, beginning of year 31,762,789 4,265,578 11,783,294

Fund balances, end of year 33,621,090$      4,561,531$        17,473,132$      

The notes to the financial statements are an integral part of this statement

CITY OF FLAGSTAFF, ARIZONA
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended June 30, 2015
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Special 
Assessment 
Bond Fund

Other 
Governmental 

Funds

Total 
Governmental 

Funds

-$                      12,608,488$      53,725,196$      
- 2,974,669 20,549,000
- 5,209,735 13,483,604

1,857,884 - 1,857,884
- - 2,986,151
- - 1,866,792
- - 1,389,663
- 57,313 1,660,635

366,217 227,694 1,145,686
- 99,832 368,057
- 339,639 645,571

2,224,101 21,517,370 99,678,239

- 351,144 14,974,692
- - 27,583,880
- 134,926 1,216,083
- 3,824,087 8,506,794
- 5,279,198 11,029,832
- 97,617 8,035,221

1,900,000 4,545,973 8,313,298
416,979 1,720,003 2,798,182

- 9,887,876 16,944,654
2,316,979 25,840,824 99,402,636

(92,878) (4,323,454) 275,603

- - 3,013,051
- 9,967,277 17,376,813
- (9,113,853) (16,384,283)
- 853,424 4,005,581

(92,878) (3,470,030) 4,281,184

425,771 32,117,158 80,354,590

332,893$           28,647,128$      84,635,774$      
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Certain revenues in the governmental funds that provide current financial
resources are not included in the statement of activities because they were
recognized in a prior period.  However, other revenues that are unearned in 
the governmental funds because they do not provide current financial 
resources due to unavailability are recognized in the statement of activities.

Special assessments (1,857,884)       
Property tax 28,069             (1,829,815)        

Internal service funds are used by management to charge the costs of 
certain activities, such as the City's self-insurance program to individual
funds.  The following activities of the internal service fund is reported with
governmental activities.

Net allocated (loss) assigned to governmental activities (125,082)          
Investment income 33,445             (91,637)             

Change in net position of governmental activities - statement of activities 999,001$         

The notes to the financial statements are an integral part of this statement (concluded)

FOR THE YEAR ENDED JUNE 30, 2015

CITY OF FLAGSTAFF
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
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Original Final
Actual Amounts 
Budgetary Basis

Variance with 
Final Budget 

 
REVENUES:
Taxes 24,374,019$      24,374,019$      25,718,617$      1,344,598$        
Intergovernmental 17,135,425 17,135,425 17,574,331 438,906
Grants and entitlements 2,382,157 2,382,157 1,294,384 (1,087,773)
Charges for services 2,867,630 2,867,630 2,986,151 118,521
Licenses and permits 1,473,005 1,473,005 1,866,792 393,787
Fines and forfeitures 2,283,752 2,283,752 1,389,663 (894,089)
Rents 1,216,739 1,216,739 1,603,322 386,583
Investment earnings 216,000 216,000 291,595 75,595
Contributions 10,000 10,000 262,095 252,095
Miscellaneous 344,813 344,813 305,932 (38,881)
  Total revenues 52,303,540 52,303,540 53,292,882 989,342

EXPENDITURES:
Current:
  General administration 9,115,681 9,115,681 8,492,611 623,070
  Management services 3,357,893 3,357,893 3,330,337 27,556
  Fire 10,740,696 10,740,696 10,738,857 1,839
  Police 18,378,086 18,378,086 17,484,382 893,704
  Community development 4,350,389 4,350,389 4,017,631 332,758
  Public works 11,344,740 11,344,740 7,856,449 3,488,291
  Economic vitality 464,303 464,303 366,048 98,255
  Non-departmental (1,748,869) (1,748,869) (1,793,593) 44,724
Contingency 1,475,000 1,475,000 - 1,475,000
    Total expenditures 57,477,919 57,477,919 50,492,722 6,985,197

Excess (deficiency) of revenues over (under) 
expenditures (5,174,379) (5,174,379) 2,800,160 7,974,539

OTHER FINANCING SOURCES (USES):
Sale of capital assets 20,000 20,000 72,051 52,051
Transfers in 3,524,656 3,524,656 2,848,218 (676,438)
Transfers out (9,798,047) (9,798,047) (4,132,795) 5,665,252
    Total other financing sources (uses) (6,253,391) (6,253,391) (1,212,526) 5,040,865

Net change in fund balances (11,427,770) (11,427,770) 1,587,634 13,015,404

Budgetary fund balances, beginning of year 22,596,412 22,596,412 22,596,412 -

Budgetary fund balances, end of year 11,168,642$      11,168,642$      24,184,046$      13,015,404$      

Adjustment of budgetary basis to GAAP basis net change in fund balances 1,587,634$       
The City budgets certain revenues on the cash basis, rather than on the 
    modified accrual basis. 272,667            
The City budgets for certain other expenditures on the cash basis, rather
    than on the modified accrual basis (2,000)               
Adjusted net change in fund balance - GAAP basis 1,858,301$        

The notes to the financial statements are an integral part of this statement

Budget

CITY OF FLAGSTAFF, ARIZONA
General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Year Ended June 30, 2015
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Original Final
Actual Amounts 
Budgetary Basis

Variance with 
Final Budget 

 
REVENUES:
Grants and entitlements 6,577,742$       6,577,742$       6,887,029$       309,287$          
Investment earnings 6,000 6,000 33,720 27,720
  Total revenues 6,583,742 6,583,742 6,920,749 337,007

EXPENDITURES:
Current:
  General administration 151,660 151,660 151,660 -
  Management services 91,171 91,171 91,171 -
  Community development 7,929,401 7,929,401 2,390,486 5,538,915
  Public works 10,639,677 10,639,677 7,852,173 2,787,504
  Economic vitality 14,496 14,496 14,496 -
  Non-departmental 116,557 116,557 116,557 -
Contingency 100,000 100,000 - 100,000
    Total expenditures 19,042,962 19,042,962 10,616,543 8,426,419

Excess (deficiency) of revenues over (under) 
expenditures (12,459,220) (12,459,220) (3,695,794) 8,763,426

OTHER FINANCING SOURCES (USES):
Sale of capital assets 442,500 442,500 - (442,500)
Transfers in 9,630,626 9,630,626 4,011,318 (5,619,308)
Transfers out (20,701) (20,701) (20,701) -
    Total other financing sources (uses) 10,052,425 10,052,425 3,990,617 (6,061,808)

Net change in fund balances budgetary basis (2,406,795) (2,406,795) 294,823 2,701,618

Budgetary fund balances, beginning of year 3,453,850 3,453,850 3,453,850 -

Budgetary fund balances, end of year 1,047,055$        1,047,055$        3,748,673$        2,701,618$        

The notes to the financial statements are an integral part of this statement

Adjustment of budgetary basis to GAAP basis net change in fund balances 294,823$          
The City budgets certain revenues on the cash basis, rather than on the 
    modified accrual basis. 1,130                
Adjusted net change in fund balance - GAAP basis 295,953$           

Budget

CITY OF FLAGSTAFF, ARIZONA
Highway User Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
Year Ended June 30, 2015
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Water and 

Wastewater Fund
Environmental 
Services Fund Airport Fund

ASSETS
Current assets:
  Cash and investments 20,831,909$         8,047,136$         585,659$          
  Receivable, net 3,099,920 1,368,353 82,687
  Intergovernmental receivable 406,637 - 85,399
  Prepaid items - - -
     Total current assets 24,338,466 9,415,489 753,745
Noncurrent assets:
    Restricted cash and investments 1,593,915 11,149,326 -
    Refundable deposits 8,763 - -
    Capital assets, non-depreciable 14,505,939 1,890,420 113,365
    Capital assets, depreciable, net 245,668,669 6,705,224 39,351,867
      Total non-current assets 261,777,286 19,744,970 39,465,232
   Total assets 286,115,752 29,160,459 40,218,977

Deferred outflows of resources
  Deferred outflows related to pension 810,758                612,710              460,297           
   Total assets and deferred outflows of resources 286,926,510 29,773,169 40,679,274

LIABILITIES
Current liabilities:
  Accounts payable 1,086,880 144,268 71,958
  Accrued payroll 121,245 93,811 18,311
  Construction retainage payable 74,863 - 1,050
  Accrued compensated absences 156,021 111,122 15,577
  Interest payable 648,688 - -
  Advanced revenue 784,960 63,525 42,156
  Claims and judgements - - -
  Deposits payable 421,831 23,215 14,863
  Bonds and lease payable, net - current 2,750,877 - 190,858
    Total current liabilities 6,045,365 435,941 354,773
Noncurrent liabilities:
  Compensated absences 184,112 106,990 13,340
  Net OPEB obligation 435,040 336,459 56,538
  Net pension liability 5,607,217 4,229,186 1,991,916
  Claims and judgements - - -
  Landfill closure and postclosure care costs - 7,895,618 -
  Capital lease payable 1,938,045 - 1,551,335
  Bonds and notes payable, net 34,148,312 - 26,908
    Total noncurrent liabilities 42,312,726 12,568,253 3,640,037
    Total liabilities 48,358,091 13,004,194 3,994,810

Deferred inflows related to pension 981,174                741,498              123,638           
    Total deferred inflows and liabilities 49,339,265           13,745,692         4,118,448        

NET POSITION
Net investment in capital assets 221,262,511 8,595,644 37,695,081
Restricted:
  Capital projects 1,593,915 1,070,348 -
Unrestricted (deficit) 14,730,819 6,361,485 (1,134,255)
    Total net position 237,587,245$       16,027,477$       36,560,826$     

The notes to the financial statements are an integral part of this statement

Business-type Activities - Enterprise Funds

CITY OF FLAGSTAFF, ARIZONA
Statement of Net Position

Proprietary Funds
June 30, 2015
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Water and 

Wastewater Fund
Environmental 
Services Fund Airport Fund

 
OPERATING REVENUES:
Charges for services 22,950,937$          12,646,619$       1,528,202$       
Miscellaneous 305,853 57,043 42,465
  Total operating revenues 23,256,790 12,703,662 1,570,667

OPERATING EXPENSES:
Personnel services 4,957,306 4,278,095 785,137
Contractual services, materials and supplies 10,388,198 6,624,633 883,389
Insurance claims and expenses - - -
Depreciation and amortization 8,462,715 1,152,245 2,759,383
  Total operating expenses 23,808,219 12,054,973 4,427,909

Operating income (loss) (551,429) 648,689 (2,857,242)

NON-OPERATING REVENUES (EXPENSES):
Interest and investment income 196,588 93,265 6,839
Grants and entitlements 298,103 - 159,931
Gain (loss) on disposal of capital asset (1,576) (9,315) -
Passenger facility charges - - 279,140
Interest expense (1,344,788) - (106,082)
    Total non-operating revenues (expenses) (851,673) 83,950 339,828

Income (loss) before capital contributions and transfers (1,403,102) 732,639 (2,517,414)

Capital contributions related to grants 9,173 - 1,879,861
Capital contributions from external sources 2,824,177 - -
Transfers in 2,181,870 - -
Transfers out (501,108) (293,048) (16,784)
Change in net position 3,111,010 439,591 (654,337)

Total net position, beginning of year, as restated 234,476,235 15,587,886 37,215,163

Total net position, end of year 237,587,245$       16,027,477$      36,560,826$    

The notes to the financial statements are an integral part of this statement

Business-type Activities - Enterprise Funds

CITY OF FLAGSTAFF, ARIZONA
Statement of Revenues, Expenses, and Changes in Fund Net Position

Proprietary Funds
Year Ended June 30, 2015
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Governmental 
Activities

Stormwater Fund
Total Other 

Proprietary Fund Total
Internal Service 

Fund

1,466,347$        1,027,945$          39,620,050$      6,649,513$            
4,450 430,551 840,362 -

1,470,797 1,458,496 40,460,412 6,649,513

421,085 1,285,543 11,727,166 -
251,030 4,391,064 22,538,314 -

- - - 6,833,456
510,730 407,412 13,292,485 -

1,182,845 6,084,019 47,557,965 6,833,456

287,952 (4,625,523) (7,097,553) (183,943)

7,171 - 303,863 33,445
25,000 4,259,652 4,742,686 -

- 504,249 493,358 -
- - 279,140 -
- - (1,450,870) -

32,171 4,763,901 4,368,177 33,445

320,123 138,378 (2,729,376) (150,498)

- 35,946 1,924,980 -
- - 2,824,177 -

323,236 33,200 2,538,306 -
(319,656) - (1,130,596) -
323,703 207,524 3,427,491 (150,498)

39,693,759 3,103,317 330,076,360 4,342,491

40,017,462$      3,310,841$          333,503,851$   4,191,993$           

Some amounts reported for business-type activities on the
  statement of activities are different because the net
  revenue (expense) of certain internal service funds is 
  reported with business-type activities (58,861)             
Change in net position of business-type activities 3,368,630$      

Business-type Activities - Enterprise Funds
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Related Organizations:  The City of Flagstaff officials are also responsible for appointing board members of other 
organizations.  However, as the City’s control is limited to making the appointments and there is not a significant 
operational nor a significant financial relationship between these organizations and the City, they are not included 
as part of these financial statements.   
 
B.  Government-Wide and Fund Financial Statements 
 
The government-wide financial statements (statement of net position and statement of activities) report on the City 
and its component units as a whole.  Governmental activities, which normally are supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities, which are supported by fees and 
charges for services.   
 
The government-wide statement of activities demonstrates the degree to which the direct expenses of the various 
functions and segments of the City are offset by program revenues.  Direct expenses are those that are clearly 
identifiable with a specific function or segment.  Interest on general long-term debt and depreciation expense on 
assets shared by multiple functions are not allocated to the various functions.  Program revenues include: 1) 
charges to customers or users who purchase, use or directly benefit from goods, services or privileges provided by 
a particular function or segment, and 2) grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular function or segment. Taxes, investment income and other revenues not 
identifiable with particular functions or segments are included as general revenues.  The general revenues support 
the net costs of the functions and segments not covered by program revenues. 
 
Generally, the effect of interfund activity has been removed from the government-wide financial statements.  Net 
interfund activity and balances between governmental activities and business-type activities are shown in the 
government-wide financial statements. 
 
Interdepartmental services performed by one department for another are credited to the performing department 
and charged to the receiving department to reflect the accurate costs of programs.  These indirect costs have been 
eliminated as part of the program expenses reported for the various functional activities.  The rates used are 
intended to reflect full costs in accordance with generally accepted cost accounting principles and are part of the 
fund statements.  Interfund services provided and used are eliminated in the process of consolidation. 
 
The government-wide statement of net position reports all financial and capital resources of the government.  It is 
displayed in a format of assets plus deferred outflows of resources, less liabilities, less deferred inflows of 
resources, equals net position, with the assets and liabilities shown in order of their relative liquidity.  Net position 
is required to be displayed in three components:  1) net investment in capital assets, 2) restricted, and 3) 
unrestricted.  Net investment in capital assets consists of capital assets, net of accumulated depreciation, reduced 
by outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets.  Deferred outflows of resources and deferred inflows of 
resources that are attributable to the acquisition, construction, or improvement of those assets or related debt are 
also included in the net position.  The portion of unspent related debt proceeds or deferred inflows of resources at 
the end of the reporting period is not included in the calculation of net investment in capital assets; instead that 
portion of the debt or deferred inflows of resources is included in the same net position component as the unspent 
amount. Restricted net position occurs when a constraint is placed on its use by either: 1) externally imposed by 
creditors (such as through debt covenants), grantors, contributors, or law or regulations of other governments, or 
2) imposed by law through constitutional provisions or enabling legislation.  All net position not otherwise 
classified as restricted, is shown as unrestricted.  Generally, the City would first apply restricted resources when an 
expense is incurred for purposes for which both restricted and unrestricted net position is available. 
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Restrictions of net position imposed by the reporting government, whether by administrative policy or legislative 
actions of the reporting government, are not shown on the government-wide financial statements. 
 
Also part of the basic financial statements are fund financial statements for governmental funds and proprietary 
funds. The focus of the fund financial statements is on major funds, as defined by GASB Statement No. 34.  
Although the reporting model sets forth minimum criteria for determination of major funds (a percentage of assets, 
liabilities, revenues, or expenditures/expenses of fund category and of the governmental and enterprise funds 
combined), it also gives governments the option of displaying other funds as major funds, which the City has not 
elected.  Other non-major funds are combined in a single column on the fund financial statements and are detailed 
in combining statements included as supplementary information after the basic financial statements. 
 
 
C.  Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
The government-wide financial statements are reported using the economic resources measurement focus and the 
accrual basis of accounting, as are the proprietary funds.  Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows.  Property taxes are recorded as 
revenues in the year for which they are levied.  Grants and similar items are recognized as revenue as soon as all 
eligibility requirements imposed by the provider have been met. 
 
The governmental fund financial statements are prepared on a current financial resources measurement focus and 
modified accrual basis of accounting.  This is the traditional basis of accounting for governmental funds.  This 
presentation is deemed most appropriate to 1) demonstrate legal and covenant compliance, 2) demonstrate the 
sources and uses of liquid resources, and 3) demonstrate how the City’s actual revenues and expenditures conform 
to the annual budget.  Since the governmental fund financial statements are presented on a different basis than the 
governmental activities column of the governmental-wide financial statements, a reconciliation is provided 
immediately following each fund statement.  These reconciliations explain the adjustments necessary to transform 
the fund financial statements into the governmental activities column of the government-wide financial statements.  
 
The proprietary fund financial statements are prepared on the same basis (economic resources measurement focus 
and accrual basis of accounting) as the government-wide financial statements.  Therefore, most lines for the total 
enterprise funds on the proprietary fund financial statements will directly reconcile to the business-type activities 
column on the government-wide financial statements.  Because the enterprise funds are combined into a single 
business-type activities column on the government-wide financial statements, certain interfund activities between 
these funds may be eliminated in the consolidation for the government-wide financial statements, but are included 
in the fund columns in the proprietary fund financial statements.  The net costs/income of the internal service fund 
is also partially allocated to the business-type activities column on the government-wide financial statements.   
 
On the proprietary fund financial statements, operating revenues are those that flow directly from the operations of 
that activity, i.e. charges to customers or users who purchase or use the goods or services of that activity.  
Operating expenses are those that are incurred to provide those goods or services.  Non-operating revenues and 
expenses represent items like investment income, interest expense, and other items that do not fit in any other 
category and are not a result of the direct operations of the activity.  
 
The City uses funds to report its financial position and the results of its operations.  Fund accounting segregates 
funds according to their intended purpose and is designed to demonstrate legal compliance and to aid financial 
management by segregating transactions related to certain governmental functions or activities.  A fund is a 
separate accounting entity with a self-balancing set of accounts, which includes assets, deferred outlflows of 
resources, liabilities, deferred inflows of resources, fund balance, revenues and expenditures/expenses.   
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The City uses the following fund categories: 
 
Governmental Fund Types 
 
Governmental Funds are those through which most of the governmental functions of the City are financed.  The 
measurement focus is based upon determination of changes in financial position rather than upon net income 
determination. 
 
General Fund is the primary operating fund of the City.  It is used to account for all financial resources except those 
required to be accounted for in another fund.  The General fund will always be considered a major fund in the basic 
financial statements. 
 
Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than special 
assessments or major capital projects) that are legally restricted to expenditures for specified purposes. There are 
two special revenue funds that are presented as major funds in the basic financial statements.  They are the: 
 
 Highway User Revenue Fund, which receives and expends the City’s allocation of the Highway User Revenue 

money.  Resources allocated to this fund come mainly from the State and must be used for street construction, 
reconstruction and maintenance. 

 
 Transportation Tax Fund accounts for the receipt and expenditures of the transportation tax money as 

authorized by voters on May 16, 2000.  These resources are restricted to financing improvements in the areas 
of the 4th Street overpass project, safe to school/pedestrian and bike projects, traffic flow and safety 
improvements, transit service operations and enhancements, and to repay the bonding related to the 4th Street 
overpass.   

 
Debt Service Funds are used to account for the accumulation of resources for, and the payment of, general long-
term obligation principal and interest. The Special Assessment Bond Fund is presented as major in the current year. 
 
 Special Assessment Bond Fund, accounts for the accumulation of resources for and the payment of principal, 

interest and related costs for all improvement district bonds issued by the City and repaid by the special 
assessment district. 

 
Capital Projects Fund is used to account for major capital acquisition and construction separate from ongoing 
operating activities.  Resources for capital projects typically result from the issuance of general obligation or other 
government debt.  No Capital Projects Funds are presented as major funds.   
 
Permanent Funds are used to account for resources that are legally restricted to the extent that only earnings, and 
not principal, may be used for purposes that support the reporting government’s programs.  Resources are 
generated from ongoing plot sales with a portion allocated to perpetuity.   
 
Proprietary Fund Types 
 
Proprietary Funds are used to account for the City’s ongoing organizations and activities, which are similar to those 
found in the private sector and where cost recovery and the determination of net income is useful or necessary for 
sound fiscal management.  The measurement focus is based upon determination of net income, changes in net 
position, net position, and cash flows.   
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B. Explanation of Certain Differences between the Governmental Fund Statement of Revenues, 
Expenditures and Changes in Fund Balances and the Government-Wide Statement of 
Activities 

 
Reconciliation of Governmental Funds Statements of Revenues, Expenditures and Changes in Fund Balance 
and the government-wide Statement of Activities: 
 
 

 
 

Total Capital Long-Term Internal Adjustments Statement of
Governmental Related Revenues/ Service and Activities

 Funds Items (1) Expenses (2) Fund (3) Eliminations (4) Totals
Revenues and Other Sources
Taxes 53,725,196$   -$                28,069$           -$             16,683,665$ 70,436,930$   
Intergovernmental 20,549,000 -                  -                   -               (9,799,494)    10,749,506     
Grants and entitlements 13,483,604 -                  -                   -               (6,884,171)    6,599,433       
Special assessments 1,857,884 -                  (1,857,884)       -               -                -                  
Charges for services 2,986,151 -                  -                   -               -                2,986,151       
Licenses and permits 1,866,792 -                  -                   -               -                1,866,792       
Fines and forfeitures 1,389,663 -                  2,754               -               -                1,392,417       
Rent 1,660,635 -                  -                   -               -                1,660,635       
Investment earnings 1,145,686 -                  -                   33,445         -                1,179,131       
Contributions 368,057 1,823,902       -                   -               -                2,191,959       
Miscellaneous 645,571 -                  -                   -               -                645,571          

Total revenue 99,678,239     1,823,902       (1,827,061)       33,445         -                99,708,525     

Expenditures/Expenses
  General governmental 14,974,692 623,530          766,699           22,442         1,086,016     17,473,379     
  Public safety 27,583,880 1,771,824       5,844,895        48,267         -                35,248,866     
  Public works 1,216,083 225,647          (36,401)            1,931           257,048        1,664,308       
  Economic and physical development 8,506,794 235,376          142,284           12,177         446,804        9,343,435       
  Culture and recreation 11,029,832 1,823,514       110,506           17,769         (470,178)       12,511,443     
  Highways and streets 8,035,221 8,500,239       (133,301)          22,496         (1,319,690)    15,104,965     
  Principal retirement 8,313,298 -                  (8,313,298)       -               -                -                  
  Interest and other charges 2,798,182 -                  145,818           -               -                2,944,000       
  Capital outlay 16,944,654 (16,944,654)    -                   -               -                -                  

Total expenditures/expenses 99,402,636     (3,764,524)      (1,472,798)       125,082       -                94,290,396     

OTHER FINANCING SOURCES (USES):
Sale of capital assets 3,013,051 (6,024,469)      -                   -               -                (3,011,418)      
Transfers in 17,376,813 -                  -                   -               4,323            17,381,136     
Transfers out (16,384,283) -                  -                   -               (2,404,563)    (18,788,846)    

Total other financing sources (uses) 4,005,581       (6,024,469)      -                   -               (2,400,240)    (4,419,128)      
Net change for the year 4,281,184$     (436,043)$       (354,263)$        (91,637)$      (2,400,240)$  999,001$        
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(1)

Capital outlay 16,944,654$      
Depreciation expense (13,180,130)       
Disposal of capital assets (6,024,469)         
Donated capital assets 1,823,902          

(436,043)$          

(2)

Special assessment received (1,857,884)$       
Property tax 28,069               
Court revenue 2,754                 

(1,827,061)$       

Amortization of bond premium 298,578$           
Amortization of refunding loss on debt (161,308)

137,270$           

Delivery of forgivable promissory note (10,200)$            
Accrual of long-term compensated absences (139,741)            
Accrual of bond interest (145,818)            
Pension contributions 16,346,485        
Pension benefits earned net of employee contributions (22,388,535)       
Accrual of other postemployment benefits (639,961)            

(6,977,770)$       

Principal bond payments 8,313,298$        
8,313,298$        

(3)

Revenue 33,445$             
Expenditures (125,082)            

(91,637)$            

(4)

Transfer of capital assets to business-type activities (2,404,563)$       
Transfer of capital assets from business-type activities 4,323                 

(2,400,240)$       

Repayment of bond principal is reported as an expenditure in governmental funds and thus has the effect of
reducing fund balance because current financial resources have been used. For the City as a whole, however, the
principal payments reduce the long-term liabilities in the statement of net position and do not result in an expense
in the statement of activities

Some expenses reported in the statement of activities do not require the use of current financial resources and
therefore are not reported as expenditures in governmental funds.

Certain interfund transactions between governmental activities and between business-type activities are eliminated
in the consolidation of those activities for the statement of net position. 

Internal service funds are used by management to charge the costs of self insurance to the individual funds. The
adjustments for internal service funds "close" those funds by charging the additional amounts to participating
governmental activities to completely cover the internal service funds' costs for the year.

When capital assets that are to be used in the governmental activities are purchased or constructed, the resources
expended for those assets are reported as expenditures in governmental funds. However, in the statement of
activities, the cost of those assets is allocated over their useful lives and reported as depreciation expense. As a
result, fund balance decreases by the amount of the financial resources expended, whereas net position decreases
by the amount of depreciation expense charged for the year.

Special assessment principal payments received are reported as revenue on the governmental fund statements, but
are reductions to the outstanding special assessment debt for government-wide reporting. Property tax revenue
not received within 30 days of year end are unearned for governmental fund reporting, but are not for government-
wide reporting.

When bonds are issued the proceeds and related premiums are reported as an other financing sources (uses) in the
governmental funds. However, the bond premium and any loss on bond refunding are amortized (expensed) over
the life of the bonds.
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Fund Balance Classification 
 
Fund balances for governmental funds are reported in classifications that comprise a hierarchy based primarily on 
the extent to which the government is bound to honor constraints on the specific purposes for which amounts in 
those funds can be spent.  The classifications of nonspendable, restricted, committed, assigned, and unassigned 
designate the relative strength of the constraints placed on how the amounts can be spent.  Classification of fund 
balances imposed by the reporting government, whether by administrative policy or legislative action of the City 
Council, are shown in aggregate on the government fund financial statements, but not on the proprietary statement 
of net position.  Restricted net position on the government-wide financial statements reflects restrictions imposed 
by external sources. 
 
Nonspendable fund balance represents amounts that are nonspendable such as inventories and nonexpendable 
portion of permanent funds.  Restricted fund balances represent constraints placed on the use of resources 
imposed externally by creditors, grantors, contributors, or laws and regulations of other governments.  Resources 
imposed by   constitutional provisions of enabling legislation that allows the ability to levy, charge, or mandate 
payment of resources are also classified as restricted.  Committed fund balance includes amounts that can be used 
only for the specific purposes determined by adoption of a city ordinance by the City Council, the government’s 
highest level of decision-making authority.  A formal action would also be required to modify or rescind an 
established commitment as related to the adopted city ordinance.  Assigned fund balance amounts are intended to 
be used by the government for specific purposes but do not meet the criteria to be restricted or committed.  
Assigned fund balance is expressed by the direction of the City Council and budget committee as part of the annual 
budgeting process. Authority to assign amounts used for specific purposes is confirmed as part of the annual 
budgeting process, the City has no formal policy that establishes this practice.   Unassigned fund balance 
represents the remaining amount that is not restricted, committed, nonspendable nor assigned in the general fund.   
 
Consideration is made that restricted amounts are reduced first, followed by assigned amounts, and then 
unassigned amounts when expenditures are incurred for purposes which both restricted and unrestricted fund 
balance is available.  Also, committed, assigned, or unassigned amounts are considered to have been spent when 
expenditure is incurred for purposes for which amounts in unrestricted fund balance classification could be used.  
Absent of a minimum fund balance policy, the City, through the budgeting process, establishes a minimum fund 
balance level to maintain as part of that process.  A minimum balance of 12% is suggested in the general fund and a 
10% fund balance is suggested for special revenue and enterprise funds.   
 
Deficit Fund Balance 
A deficit unassigned fund balance of $282,178 exists in the capital projects bond fund.  The deficit is a result of 
beginning construction of bonded projects prior to the receipt of proceeds.  Bonding, as approved by voters, will be 
issued in the next reporting period. 
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The accounting and budgeting systems for the City are in accordance with Generally Accepted Accounting Principles 
(GAAP) format, with minimal variances between the two systems.  Budget basis for enterprise funds differ primarily 
due to state laws.  The major differences are as follows: 
 Encumbrances (contractual commitments) are considered the equivalent of expenditures.   Encumbrances at 

year-end for goods or services, which are not received prior to the end of the fiscal year, are cancelled. 
 Fund balances reserved to inventory and bonded debt are not included in the budget. 
 Certain expenditures, such as depreciation, compensated absences and landfill closure and post closure 

accrual, are not included in the budget. 
 Enterprise funds budget capital expenditures and debt service payments as expenses. 
 Enterprise funds budget bond proceeds as revenues. 
 
The City will utilize a number of different fund types to segregate the financial activity within the City either due to 
regulatory reasons or as designated internally. The fund classifications are Governmental funds, Proprietary funds, 
and Fiduciary funds. 
 
Review and Approval 
Issues presented during the review and approval period include discussion topics of the Council during the fall and 
spring retreats.  The fall and spring retreats were held in November and February respectively, to give City staff the 
opportunity to present major discussion points to Council and the public.  The goal is for Council to make policy 
decisions and direct staff in preparing the budget.  This provides adequate time for the Council to gather input on 
major budget issues prior to preparation of the budget.  The City Council holds Study Sessions in April.  The 
Council reviews and discusses the issue papers included in the Budget Review Book as well as all personnel 
recommendations, capital equipment recommendations, and the capital improvement plan.  The Council arrives at a 
consensus for all decisions needed.  The Study Sessions provide the opportunity for City management, 
departments, and the public to offer information and recommendations to the City Council. 
 
The proposed budget is presented to Council for tentative adoption on or before the third Monday in June.  Two 
public hearings are held on the content of the budget. State law requires the operating budget to be all-inclusive.  
Therefore, the budget includes provisions for contingent revenues, e.g., passengers facility charges, and 
expenditures that cannot be accurately determined when the budget is adopted, e.g., grants.  The Resolution 
adopting the annual budget requires Council authorization for any expenditure from contingencies, as well as 
transfer of budget authority between departments. 
 
The City operates under the State Expenditure Limitation with a one-time adjustment to the base.  The adjustment 
provided for an increase to the base limit to allow for the expenditure of funds resulting from the addition of a 2% 
Bed, Board, & Beverage Tax.  Flagstaff is not a Home Rule city.  Alternative Home Rule Expenditure Control 
municipalities require voter approval every four years.   
 
The adopted budget reflects the total funds appropriated.  Certain exclusions are allowed by the state [e.g., bond 
proceeds, debt service, grants] in computing the Expenditure Limitation and this total cannot be exceeded.  
 
Budget authority can be transferred between line items within a section.  At year-end, division budgets are 
reviewed and budget authority is transferred from contingencies by Resolution, if between divisions, as necessary.  
Council can also amend total appropriations for a division during the year by Resolution as long as there is a 
corresponding increase/decrease in another division so that the expenditure limitation is not exceeded.   
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Credit Risk 
 
City resolution and State Statutes authorized the City to invest in obligations of the U.S. Treasury, its agencies and 
instrumentalities, repurchase agreements, SEC registered money market accounts, certificates of deposit within the 
top three ratings by a nationally recognized rating agency, and the State of Arizona Local Government Investment 
Pool (LGIP).   
 
The credit quality ratings of investments as described by nationally recognized Standard and Poor’s and Moody’s 
rating service as of June 30, 2015 is as follows: 

Concentration of Credit Risk 
The City’s investment policy establishes that its investment portfolio, to minimize the risk of loss resulting from 
over concentration of assets in a specific maturity, specific issuer, or specific class of securities shall not exceed the 
following.  Fully insured or collateralized CD’s no more than 25%, US agency securities 100%, State, county, school 
district and other district municipal bonds or debt with an A rating or better no more than 25%, repurchase 
agreements 100%, and local government investment pool 100%.  
 
At June 30, 2015, the City’s cash and investments included the following: 
 

 
 

% of 
Investment Type Fair Value Moody's Rating S&P Rating Investments

Federal agency notes 23,579,017$  Aaa AA+ 20.94
Municipal obligations 1,364,532       Aa2 / Aaa AA- / AAA 1.21
U.S. treasuries 48,899,990     Aaa AA+ 43.44
State investment pool 30,348,250     AAA / AA-2 AAA f / S1+ 26.96
Corporate notes 6,604,437       A1 / Aaa AA+ / AAA/ A+ 5.87
Bank notes 1,553,534       A1 AA- 1.38
Money market 208,405          N/A N/A 0.19
  Total 112,558,165$ 100%

Total City cash deposits and investments at fair value are as follows:

Carrying amount of investments 112,558,165$   
Carrying amount of cash deposits 17,498,818       
Total pooled cash and investments 130,056,983$   

Pooled cash, equivalents and investments - unrestricted 111,916,143$   
Restricted cash and investments 18,140,840       
Total pooled cash and investments 130,056,983$   

Cash and cash equivalents at June 30, 2015 consisted of the following:

     Investments included in cash and cash equivalents 94,417,327$     
     Carrying amount of unrestricted city deposits 17,485,986       
     Cash on hand 12,830              
        Total cash and cash equivalents per statement of net position 111,916,143$   
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The net increase in the fair value of investments during fiscal year 2014-2015 was $82,579.  This amount takes 
into account all changes in fair value (including purchases and sales) that occurred during the year.  The unrealized 
gain (loss) on investments held at June 30, 2015 was $328,951. 
 
In previous years, the City recognized a decrease in fair value of $1,473,712 consisting of the City’s share of a loss 
on an investment within the Local Government Investment Pool.  The State and numerous other bondholders filed 
suit against the principals, underwriters, trustees, accountants, and others in May 2003.  The case is presently 
pending litigation.  There have been several distributions since June 2006.  The distributions include payments 
from the trustee and settlement proceeds received from pending litigation.  The City did not receive a distribution 
this year and the total recovery to date is $1,126,225. 
 
In previous years, the City recognized a decrease in fair value of $289,104 consisting of the City’s share of a loss 
on an investment within the Local Government Investment Pool relating to Lehman Brothers Chapter 11 filing. The 
State has filed claims on behalf of the LGIP investors.  The City received a distribution this year in the amount of 
$22,706 and the total recovery to date is $100,897.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Investment income comprises the following for the year ended June 30, 2015:

Net interest and dividends 1,400,415$       
Net increase (decrease) in the fair value of investments 82,579              
       Total net investment income per statement of activities 1,482,994$       
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Depreciation expense was charged to the governmental functions in the government-wide financial statements as 
follows: 
 
 

 
 

 Balance  Deletions and Transfers Balance
July 1, 2014 Additions Retirements In (out) June 30, 2015

Business-type activities:
  Non-depreciable assets:
    Land 13,966,395$      153,320$        -$             -$            14,119,715$    
    Construction -in-progress 22,384,360        3,552,372       -               (7,329,006)   18,607,726      
      Total non-depreciable assets 36,350,755        3,705,692       -               (7,329,006)   32,727,441      

  Depreciable assets:
    Buildings 100,822,223      69,921            (89,000)         -              100,803,144    
    Improvements 375,551,142      3,649,236       (21,268)         9,689,452    388,868,562    
    Machinery and equipment 44,770,861        1,449,290       (615,324)       3,826           45,608,653      
      Total depreciable assets 521,144,226      5,168,447       (725,592)       9,693,278    535,280,359    
    
Accumulated depreciation:
    Buildings (48,147,319)       (2,285,733)      89,000          -              (50,344,052)     
    Improvements (131,776,744)     (8,115,764)      21,270          -              (139,871,238)   
    Machinery and equipment (22,856,850)       (2,890,988)      569,695        35,968         (25,142,175)     
      Total accumulated depreciation (202,780,913)     (13,292,485)    679,965        35,968         (215,357,465)   
Business-type activities capital
assets, net 354,714,068$    (4,418,346)$   (45,627)$      2,400,240$  352,650,335   

Less:  associated debt (40,606,335)     
Less:  construction retainage (80,567)            

Net investment in capital assets 311,963,433$  

Governmental Activities:
General government $ 623,530        
Public safety 1,771,824     
Public works 225,647        
Economic and physical development 235,376        
Culture and recreation 1,823,514     
Highway and streets 8,500,239     
Total depreciation expense - governmental activities $ 13,180,130   
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D.  Interfund Receivables, Payables, and Transfers 
 
Interfund receivables and payables 

 
Net interfund receivables and payables between governmental activities and business-type activities of $485,640 
are included in the government-wide financial statements at June 30, 2015. The interfund balances at June 30, 
2015 are short-term loans to cover temporary cash deficits in various funds.  This occasionally occurs prior to bond 
sales or grant reimbursements.  All interfund balances outstanding at June 30, 2015 are expected to be repaid 
within one year.  
 
The following interfund receivables and payables are included in the fund financial statements at June 30, 2015: 
 

  

Interfund Interfund
Fund Receivables Payables
Governmental Activities:  

General fund 3,020,000$   -$                  
Other governmental funds -                    3,020,000     

Total governmental activities 3,020,000     3,020,000     

Business-Type Activities:
Water and wastewater fund -                    -                    
Airport fund -                    -                    

Total business-type activities -                    -                    
Total governmental and business-type activities 3,020,000$   3,020,000$   

Less: fund eliminations (3,020,000)    
Adjustment for internal service fund elimination 485,640        

Total government-wide statement of net position 485,640$      
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Transfers  
 
The net transfers of $1,407,710 from governmental activities to business-type activities on the government-wide 
statement of activities are primarily debt service and operational subsidies from the General Fund.  There were no 
significant transfers during fiscal year 2015 that were either non-routine in nature or inconsistent with the activities 
of the fund making the transfer.  The following transfers are reflected in the fund financial statements for the year 
ended June 30, 2015:   
 

 
 
 
E.   Leases 
 
Operating Leases Expenditures 
The City leases library spaces under both non-cancellable and cancellable operating leases.   The non-cancellable 
lease is for the East Flagstaff Library.  The initial intergovernmental agreement was dated September 10, 2002, and 
was amended on September 8, 2008, to reflect an ending date of June 30, 2017.  The agreement has automatic 
renewal for an additional two years, terminating on June 30, 2019, if neither party send a written notice of intent to 
terminate to the other party at least 60 days prior to the expiration of the initial term.  Either party may terminate 
the lease at any time for any reason or no reason, without penalty, upon 180 days written notice.  Fiscal year 2015 
lease expense for the library was $84,461.  The schedule below for future minimum lease expenses reflects the 
change in the rental rate as of June 30, 2015.    
 
The additional non-cancellable lease is with the Chevelon Butte School District #5 for facility use. It is a four (4) 
year lease beginning September 1, 2011, and is automatically renewed an additional four years, indefinitely, unless 
30 days notice is given by either party. Total lease expense was $7,200 for FY 2015.  
 

Fund Transfers out Transfers In
Governmental Activities:

General fund 4,132,795$    2,848,218$    
Highway user revenue fund 20,701           4,011,318      
Transportation fund 3,116,934      550,000         
Other governmental funds 9,113,853      9,967,277      

Total governmental funds 16,384,283    17,376,813    
Internal service fund -                    -                    

Total governmental activities 16,384,283    17,376,813    
Business-Type Activities:

Water fund 501,108         2,181,870      
Environmental services fund 293,048         -                    
Airport fund 16,784           -                    
Stormwater fund 319,656         323,236         
Other business-type fund 33,200           

Total business-type activities 1,130,596      2,538,306      
Total governmental and business-type activities 17,514,879$  19,915,119$  

Less: fund eliminations (18,507,409)   
Add: net capital assets transfer 2,400,240      

Total government-wide statement of activities 1,407,710$    
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F.  Long-Term Debt 
 
General Obligation Bonds 
The City of Flagstaff issues general obligation bonds to provide funds for the acquisition and construction of major 
capital facilities.  General obligation bonds have been issued for both governmental and business-type activities.  
 
General obligation bonds are direct obligations and pledge the full faith and credit of the government.  The water 
and wastewater general obligation bonds are backed by the ultimate taxing power and general revenues of the City; 
however, these bonds are carried as a liability of the water and wastewater fund to reflect the intention of the City 
to retire those bonds from resources in the water and wastewater funds. 
 
Advance Refunding 
In prior years, the City issued the bonds to advance refund $8,565,000 of the outstanding series 2006A general 
obligation bonds of projects 2004 bonds.  The City used the net proceeds along with other resources to purchase 
U.S. Treasury securities.  These securities were deposited in an irrevocable trust to provide for all future debt 
service on the refunded portion of the 2006A series bonds.  As a result, that portion of the 2006A series bonds is 
considered defeased, and the City has removed the liability from its accounts.  The outstanding principal of the 
defeased bonds at June 30, 2015 is $8,565,000. 
 
 

General obligation bonds outstanding at June 30, 2015:

Purpose Amount
Governmental activities 40,649,658$        
Governmental activities - advance refunding 8,270,000           
Business-type activities 1,440,999           
  Total general obligation bonds outstanding 50,360,657$        
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and/or equipping of water and sewer facilities and related systems.  The Water & Sewer Revenue bonds are 
collateralized by revenue in excess of operating and maintenance expenses of the City’s water & sewer utility 
system, and are repaid via user charges or fees for service. 
 
 

 
 
Revenue bonds at June 30, 2015 consist of the following individual issues: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Revenue bonds outstanding at June 30, 2015:

Purpose Amount
Governmental activities 2,840,000$       
Governmental activities - partial advance refunding 11,835,000       
Business-type activities 3,284,743         
  Total revenue bonds outstanding 17,959,743$     
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Annual debt service requirements to maturity for revenue bonds are as follows: 
 

 
Other Debt 
Municipal Facility Corporation Bonds 
The Municipal Facilities Corporation (MFC) is a non-profit corporation created by the City for the purpose of 
constructing, acquiring, and equipping municipal facilities.   
 
In fiscal year 2001, the MFC issued $4.7M certificates of participation for the construction of a new United States 
Geological Survey (USGS) facility on land owned by the City.  In fiscal year 2004 the MFC issued $25M in bonds for 
construction of the Fourth Street Overpass, as approved by voters in May 2000 general election.  This issue was 
partially refunded on March 21, 2012 with pledged revenue bonds. 
 
 
Municipal facility corporation bonds are comprised of the following issues: 
 

 
 
Annual debt service requirements to maturity for municipal facility debt are as follows: 
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Certificates of Participation 
Capital lease certificates of participation series 2009 were issued to complete various street overlay projects and to 
finance fire operating equipment.  Principal and interest on the bonds are payable from capital lease payments and 
are not considered general obligations of the City.  They are appropriated along with all other expenditures of the 
general government.   
 

Certificates of participation bonds outstanding at June 30, 2015:

Purpose
Governmental activities Amount

2,670,000$           
Certificates of participation are comprised of the following issues: 
 

 
Annual debt service requirements to maturity for certificates of participation debt are as follows: 
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The following is a summary of debt service requirements, including interest requirements, to maturity for long-
term debt at June 30, 2015: 
 
 

 
 
Authorized and Issued Debt 
The voters of the City authorize capital projects and the related debt mechanism to finance these capital projects.     
On May 18, 2004, voters approved $47.4M for various capital projects and $46.6M for future water rights and 
production, as of June 30, 2015, $5.0M remains unissued for capital projects and $.76M remains unissued for 
future water rights and production.  November 2, 2010 voters approved $21.2M for public safety communication 
system and various street and utilities improvements, as of June 30, 2015 $.36M remains unissued.  November 6, 
2012 voters approved $14M for a Core Service Maintenance Facility and $10M for Forest Health and Watershed 
Protection, as of June 30, 2015 $14M and $8M remains unissued, respectively. 
 
Loans Payable 
The City of Flagstaff has various loan agreements with the Water and Wastewater Infrastructure Finance Authority of 
Arizona Revolving Fund Loan Program for the acquisition and construction of water and wastewater facilities and 
obtaining water rights. The Airport has an agreement with the Arizona Department of Transportation which 
provides financing for the construction of 14 T hangars at the City Airport.   
 
 

Municipal
General Special Facility Cetificates

Fiscal Obligation Assessment Revenue Corporation of 
Year Bonds Bonds Bonds Bonds Participation Total
2016 6,808,287     595,250        2,949,863     450,875        586,670        11,390,945   
2017 7,164,112     597,250        2,947,810     450,450        585,673        11,745,294   
2018 6,637,822     598,500        2,934,974     -               582,900        10,754,196   
2019 6,008,452     594,000        2,938,780     -               583,313        10,124,544   
2020 5,954,529     594,000        2,935,826     -               586,500        10,070,856   
2021 5,749,133     593,250        2,926,578     -               -                9,268,961     
2022 4,262,308     586,750        720,861        -               -                5,569,919     
2023 3,986,992     594,750        718,462        -               -                5,300,203     
2024 3,302,659     596,500        245,531        -               -                4,144,690     
2025 1,544,899     592,250        247,881        -               -                2,385,030     
2026 1,546,558     592,250        244,913        -               -                2,383,721     
2027 1,543,553     596,250        246,250        -               -                2,386,053     
2028 1,541,021     594,000        246,769        -               -                2,381,790     
2029 1,546,914     595,750        246,825        -               -                2,389,489     
2030 581,803        591,250        246,418        -               -                1,419,471     
2031 581,255        595,750        245,549        -               -                1,422,554     
2032 580,105        603,750        -               -               -                1,183,855     
2033 469,700        -               -               -               -                469,700        
2034 472,300        -               -               -               -                472,300        
2035 469,200        -               -               -               -                469,200        

Less interest (10,390,943)  (3,406,500)    (3,083,547)    (41,325)         (255,055)       (17,177,370)  
50,360,657$ 6,705,000$   17,959,743$ 860,000$      2,670,000$   78,555,400$ 
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Loan payables at June 30, 2015 consist of the following individual financing options: 
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Annual debt service requirements to maturity for loan payables are as follows: 
 

 
 

 
Obligations under Capital Leases 

 
The capital lease agreement for renewable energy solar equipment related to governmental activities has assets of 
$967,169.  Capital lease agreements related to business-type activities consist of the construction of a co-
generator at the Wildcat Wastewater Treatment Plant, $1,014,527, construction of airport hangars, $489,382, 
renewable energy solar equipment, $1,709,103.  These lease agreements generally require annual payments and 
the lease terms vary from 10 to 21 years.  The lease agreements qualify as capital leases for accounting purposes 
and, therefore have been recorded at the present value of their future minimum lease payments as of the date of 
inception.   

 
 

 
 
 
 
 
 
 
 

Year Ending Business-type Activities
June 30 Principal Interest
2016 2,031,607$       1,083,938$        
2017 2,078,489         1,020,593          
2018 2,120,175         947,773             
2019 2,195,836         873,001             
2020 2,273,638         795,562             

2021-2025 12,590,632       2,719,196          
2026-2030 8,618,620         549,595             

   Total 31,908,999$     7,989,658$        

Fiscal Year Ending Governmental Business
June 30, 2015 Activities Type Activities

2016 84,778$           644,507$         
2017 85,324             645,550           
2018 85,894             395,680           
2019 86,487             396,810           
2020 87,102             397,985           

2021-2025 441,683           1,885,837        
2026-2029 268,300           512,086           

Total future minimum lease payments 1,139,569        4,878,455        
Less: imputed interest costs (193,020)          (906,859)          
Present value of future minimum lease payments 946,550$         3,971,596$      
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Pledged Revenues 
The City has pledged future water utility and wastewater utility revenues to repay Water Infrastructure Financing 
Authority Bonds issued during the period of 1992-2015.  The various bonds were issued for the purchase or 
construction of various water or wastewater infrastructure including wells, water distribution lines, wastewater 
collection lines, and treatment plant improvements.  At June 30, 2015, $35,115,210 remains outstanding to be 
repaid by future water and wastewater revenues, if such revenues prove insufficient, the remainder will be repaid as 
a general obligation of the City.  For the fiscal year ended June 30, 2015, net revenue available for service of this 
debt was $8,107,874.  The debt principal, interest and fees paid in fiscal year 2015 equal $3,069,927 (37.86% of 
available pledged net revenues).  For additional information on pledged revenues related to revenue bonds, refer to 
Schedule 17 in the Statistical Section of this report. 
 
The City has pledged certain revenues for the repayment of $25,000,000 in Municipal Facility Corporation bonds 
issued in 2004.  The bonds were issued to construct transportation infrastructure.  The bonds have a senior lien on 
the 0.16% transportation sales tax and a secondary lien on the excise taxes and state shared revenues not 
specifically reserved by law or other regulation to be expended for other purposes.  On March 21, 2012 a partial 
advance refunding of $12,530,000 was completed on the 2004 bonds and replaced with pledged revenue refunding 
bonds series 2012, holding the 2004 bonds senior.  At June 30, 2015, $11,835,000 remains outstanding to be 
repaid by future revenues.  For the fiscal year ended June 30, 2015, net revenues available for service of the debt 
were $30,348,121.  The debt principal and interest paid in fiscal year 2015 was $1,164,750 (3.84% of available 
pledged net revenues).  For additional information on pledged revenues for MFC transportation bonds, refer to 
Schedule 17 in the Statistical Section of this report. 
 
The City has pledged certain revenues for the repayment of $4,700,000 in Municipal Facility Corporation bonds 
issued in 2001 for the construction of a multipurpose office facility.  The bonds are secured by a pledge of the 
City’s state shared revenues not specifically reserved by law or other regulation to be expended for other purposes.  
At June 30, 2015 $860,000 remains outstanding to be repaid by future revenues. For the fiscal year ended June 30, 
2015, net revenues available for service of this debt were $13,543,397.  The debt principal and interest paid in 
fiscal year 2015 was $450,350 (3.33% of available pledged net revenues).  For additional information on pledged 
revenues for MFC other than transportation bonds, refer to Schedule 17 in the Statistical Section of this report. 
 
 
The City has pledged certain revenues for the repayment of $3,370,000 Greater Arizona Development Authority 
(GADA) revenue bonds issued in 2011 for the construction of a business incubator facility at the U.S. Geological 
Survey Campus.  The bonds are secured by a pledge of the City’s state shared revenues not specifically reserved by 
law or other regulation to be expended for other purposes.  At June 30, 2015, $2,840,000 remains outstanding to 
be repaid by future revenues.  For the fiscal year ended June 30, 2015, net revenues available for the service of this 
debt were $12,129,085.  The debt principal and interest paid in fiscal year 2015 was $249,563 (2.06% of available 
pledged net revenues).  For additional information on pledged revenues for GADA revenue bonds, refer to Schedule 
17 in the Statistical Section of this report.  
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The following table presents the City’s commitments and encumbrances as of June 30, 2015:  
 

 
 
C.  Retirement and pension plans  
 
All full-time employees of the City are covered by one of three pension plans.  The Arizona State Retirement system 
is for the benefit of the employees of the state and certain other governmental jurisdictions.  All full-time City 
employees, except sworn fire and police personnel, are included in the Arizona State Retirement System.  Sworn 
police and fire personnel participate in the Public Safety Retirement System.  In addition, the Mayor and City Council 
members are covered by the State’s Elected Officials Plan. 
 
Plan Descriptions - The City contributes to the three plans described below.  Benefits are established by state 
statute and generally provide retirement, death, long-term disability, survivor, and health insurance premium 
benefits.  The plans are component units of the State of Arizona.  
 
The Arizona State Retirement System (ASRS) administers a cost-sharing multiple-employer defined benefit pension 
plan that covers general employees of the City.  The ASRS is governed by the Arizona State Retirement System 
Board according to the provisions of A.R.S. Title 38, Chapter 5, and Article 2 and 2.1. 
 
The Public Safety Personnel Retirement System (PSPRS) is an agent multiple-employer defined benefit pension plan 
and an agent multiple-employer defined benefit health insurance premium benefit (OPEB) plan that covers public 
safety personnel who are regularly assigned hazardous duty as employees of the State of Arizona or one of its 
political subdivisions.  The PSPRS, acting as a common investment and administrative agent, is governed by a 
seven-member board, known as The Board of Trustees, and the participating local boards govern the PSPRS 
according to the provisions of A.R.S. Title 38, Chapter 5, Article 4. 
  
The Elected Officials Retirement Plan (EORP) is a cost-sharing multiple-employer defined benefit pension plan and a 
cost-sharing, multiple-employer defined benefit health insurance premium benefit (OPEB) plan that covers elected 
officials and judges of certain state and local governments who were members of the plan on December 31, 2013.  
This plan was closed to new members as of January 1, 2014.  The EORP is governed by Board of Trustees of the 
PSPRS according to the provisions of A.S.R. Title 38, Chapter 5, and Article 3.   
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Each plan issues a publicly available financial report that includes its financial statements and required 
supplementary information.  A report may be obtained by writing or calling the applicable plan. 
 
    ASRS PSPRS and EORP 
    3300 N. Central Ave. 3010 E. Camelback Rd., Suite 200 
    P.O. Box 33910 Phoenix, AZ  85016-4416 
    Phoenix, AZ  85067-3910 
    (602) 240-2200/(800) 621-3778 (602) 255-5575 
    www.azasrs.gov  www.psprs.com 
 
At June 30, 2015, the City reported the following aggregate amounts related to pensions for all plans to which it 
contributes: 
 
Statement of Net Position and Statement of Activities as of June 30, 2015 
 

 
The City reported accrued employee benefits of $9,416 for governmental activities and $7,602 for business-type 
activities as related to outstanding pension contribution amounts payable to all pension plans for the year ended 
June 30, 2015.   
 
ASRS 
Funding Policy - The Arizona State Legislature establishes and may amend active plan members' and the City's 
contribution rates. 
 
Benefits Provided – The ASRS provides retirement, health insurance premium supplement, long-term disability, and 
survivor benefits.  State statute establishes benefits terms.  Retirement benefits are calculated on the basis of age, 
average monthly compensation, and served credit as follows: 
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Pension Plan Fiduciary Net Position 
Detailed information about the pension plan’s fiduciary net position is available in the separately issued ASRS 
financial report. 
 
PSPRS 
Benefits provided – The PSPRS provide retirement, health insurance premium supplement, disability, and survivor 
benefits.  State statute established benefits terms.  Retirement disability and survivor benefits are calculated on the 
basis of age, average monthly compensation, and service credit as follows: 
 

 
 
Retirement and survivor benefits are subject to automatic cost-of-living adjustments based on excess investment 
earnings.  PSPRS also provides temporary disability benefits of 50 percent of the members’ compensation for up to 
12 months. 
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Employees covered by Benefit Terms 
At June 30, 2015, the following employees were covered by the agent pension plans’ benefit terms: 

 
Contributions and Annual OPEB Cost 
State statutes establish the pension contrition requirements for active PSPRS employees.  In accordance with state 
statutes, annual actuarial valuations determine employer contribution requirements for PSPRS pension and health 
insurance premium benefits.  The combined active member and employer contribution rates are expected to 
finance the costs of benefits employees earn during the year, with an additional amount to finance any unfunded 
accrued liability.  Benefit and contribution provisions are established by state law and may be amended only by the 
State of Arizona Legislature (A.R.S. Section 38-843). 
 
Annual Pension Cost - The City's pension cost for the agent plan for the year ended June 30, 2014, the date of the 
most recent actuarial valuation, and related information follow. 

 
 
In addition, the City was required by statute to contribute at the actuarially determined rate of 19.65 percent for the 
PSPRS of annual covered payroll of retired members who worked for the City in positions that would typically be 
filled by an employee who contributes to the PSPRS. 
 
During fiscal year 2015, the City paid for PSPRS pension and OPEB contributions for police with 100% general fund 
dollars and 96.4% from the general fund plus 3.6% from the airport fund as related to fire contributions. 
 
Pension Liability  
At June 30, 2015, the City reported net pension liability of $37,704,111 and $41,767,780 for police and fire 
respectively.  The net pension liabilities were measured as of June 30, 2014, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date.   
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Pension Actuarial Assumptions 
Actuarial assumptions used in the June 30, 2014, valuation were based on the results of an actuarial experience 
study for the 5-year period ended June 30, 2011. 
 

 
 
The long-term expected rate of return on PSPRS pension plan investments was determined to be 7.85 percent using 
a building-block method in which best-estimated ranges of expected future real rates of return (expected returns, 
net of pension plan investment expenses and inflation)  are developed for each major asset class.  The target 
allocation and best estimates of geometric real rates of return for each major asset class are summarized in the 
following table: 

 
The projection of cash flows used to determine the discount rates assumed that plan member contributions will be 
made at the current contribution rate and that employer contributions will be made at rates equal to the difference 
between the actuarially determined contribution rate and the member rate.  Based on those assumptions, the 
pension plans’ fiduciary net position was projected to be available to make all projected future benefit payments of 
current plan members.  Therefore, the long-term expected rate of return on pension plan investments was applied 
to all periods of projected benefit payments to determine the total pension liability. 
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Changes in the Net Pension Liability 
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Sensitivity of the City’s Net Pension Liability to Changes in the Discount Rate 
The following table presents the City’s net pension liabilities calculated using the discount rates noted above as 
well as what the City’s net pension liability would be if it were calculated using a discount rate that is 1 percentage 
point lower or 1 percentage point higher than the current rate: 
 

 
Pension Plan Fiduciary Net Position 
Detailed information about the pension plans’ fiduciary net position is available in the separately issued PSPRS 
financial reports. 
 
Pension Expense 
For the year ended June 30, 2015, the City recognized $5,281,633 and $5,332,229 pension expense related to 
police and fire, respectively. 
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Pension Deferred Outflows/Inflows of Resources 
At June 30, 2015, the City reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources: 

 
 
The amounts reported as deferred outflows of resources related to pensions resulting from city contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended 
June 30, 2016.  Other amounts reported as deferred outflows of resources and deferred inflows or resources 
related to pensions will be recognized in pension expense as follows: 
 

 
 
Agent Plan OPEB Trend Information 
The table below presents the annual OPEB cost information for the health insurance premium benefit for the current 
and 2 preceding years: 
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Agent Plan OPEB Actuarial Assumptions 

Actuarial valuations involve estimates of the reported amounts’ value and assumptions about the probability of 
events in the future.  Amounts determined regarding the funded status of the plans and the annual required 
contributions are subject to continual revision as actual results are compared to past expectations and new 
estimates are made.  The required schedule of funding progress for the health insurance premium benefit 
presented as required supplementary information provides multiyear trend information that shows whether the 
actuarial value of the plans’ assets are increasing or decreasing over time relative to the actuarial accrued liability 
for benefits.   

Projections of benefits are based on (1) the plans as understood by the City and plans’ members and include the 
types of benefits in force at the valuation date, and (2) the pattern of sharing benefit costs between the City and 
plans’ members to that point.  Actuarial calculations reflect a long-term perspective and employ methods and 
assumptions that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value 
of assets.  The significant actuarial methods and assumptions used are the same for all PSPRS plans and related 
benefits (unless noted), and the actuarial methods and assumptions used to establish the fiscal year 2015 
contribution requirements are as follow: 

PSPRS OPEB Contribution Requirements 
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Agent Plan OPEB Funded Status 

The following table presents the funded status of the health insurance premium benefit plans as of the most recent 
valuation date, June 30, 2015.   

  
EORP 
Benefits Provided  
The EORP provides retirement, health insurance premium supplement, disability, and survivor benefits.  State 
statute establishes benefits terms.  Retirement, disability, and survivor benefits are calculated on the basis of age, 
average yearly compensation, and service credit as follows: 
 

 
Retirement and survivor benefits are subject to automatic cost-of-living adjustments based on excess investment 
earning. 
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The $40,950 reported as deferred outflows of resources related to EORP pensions resulting from city contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended 
June 30, 2016.  Other amounts reported as deferred outflows of resources and deferred inflows of resources 
related to EORP pensions will be recognized in pension expense as follows: 
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Actuarial Assumptions 
The significant actuarial assumptions used to measure the total pension liability are as follows: 
 

 
 
 
The long-term expected rate of return on EORP pension plan investments was determined to be 7.85 percent using 
a building-block method in which best estimate ranges of expected future real rates of return (expected returns, 
net of pension plan investment expenses and inflation) are developed for each major asset class.  The target 
allocation and best estimated of geometric real rates of return for each major asset call are summarized in the 
following table: 
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